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OFFI CE OF THE | NSPECTOR GENERAL
Fiscal Year (FY) 2002 Amended Budget Subm ssion

Summary:
(Dol lars in Thousands)
FY 2000 Price Progr am FY 2001 Price Progr am FY 2002
Act ual Change Change Esti nat e Change Change Esti nmat e
136, 478 +5, 333 +5, 620 147, 431 +5, 265 -675 152, 021

Descri ption of Operations Financed:

The Ofice of the Inspector General (OG is statutorily responsible for the
conduct of audits and investigations for the Departnment of Defense (DoD). Section
1117 of the FY 1983 Departnent of Defense Authorization Act (Public Law 97-252)
establ i shed an Inspector General for the Departnent of Defense by anmendi ng Public Law
95-454, the Inspector CGeneral Act of 1978.

The I nspectors General for the Federal Governnent are independent offices which:
(1) audit and investigate progranms and operations; (2) recomend policies for, and
coordinate activities to, pronote econony, efficiency and effectiveness in prograns
and operations by preventing and detecting fraud and abuse; and (3) keep the heads of
agenci es and the Congress fully informed about problenms and deficiencies in prograns
and operations and the necessity for, and progress of, corrective action.

Thi s budget request will enable reasonably adequate coverage of the Departnent’s
maj or functions and high risk areas, although there will be shortfalls of coverage in
sonme areas. The funding change is a net increase of $4.6 mllion. This increase is
due to price gromh ($5.3 mllion) and additional funding for support costs related to
operations and mai ntenance of the | aw enforcenent database at the Conmputer Network
Def ense/ Law Enforcenent/ Counterintelligence Center ($1 mllion) and increnental
i npl ement ati on of process inprovenents by converting paper-based processing to
el ectroni c processing ($400 thousand) offset by reduction in funding in very critical
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OFFI CE OF THE | NSPECTOR GENERAL
Fiscal Year (FY) 2002 Amended Budget Subm ssion

areas such as the public key infrastructure initiative and replacenment of informtion
t echnol ogy and investigative equi pment.

1. Force Structure Summary:

Audi t

The Ofice of the Assistant |Inspector General for Auditing conducts audits and
evaluations on all facets of DoD operations. The work results in recommendations for
reduci ng costs, inproving performance, strengthening internal controls and achieving
conpliance with laws and regul ations. Audit and evaluation topics are determ ned by
l aw,
requests fromthe Secretary of Defense and other managers, Hotline allegations,
congressi onal requests and anal yses of risk in DoD prograns. There is particular
enphasi s on information assurance, acquisition, logistics and financial nmanagenent.
The | G auditors and eval uators al so assist in investigations and litigation, |ead DoD-
w de audits, and participate as advisors, at DoD managenent request, in many task
forces, process actions teans and studies. |In addition, the office provides the
oversi ght and policy for activities of the Service Audit organizations, Defense
Contract Audit Agency and public accounting firms under the Single Audit Act. It is
al so the focal point for General Accounting Office activity in the DoD, and perforns
follow up on General Accounting Office and Office of |Inspector Ceneral reports.

Crimnal |nvestigations

The O fice of the Assistant |Inspector General for Investigations (OAl G 1INV
consists of its headquarters office and operating field | ocations. The operating
field elenents, as the crimnal investigation armof the IG initiate and conduct
i nvestigations of suspected crimnal violations, primarily contract and procurenment
fraud, conputer fraud, antitrust violations, cost-m scharging violations, bribery,
corruption, large-scale thefts of Governnment property fromthe Defense Reutilization
Managenment Office, and health care provider fraud. The OAIG INV al so devel ops
information related to crimnal investigations, detects fraud where it currently
exi sts, and pronotes awareness in all elenents of the DoD regardi ng the inpact of
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Fiscal Year (FY) 2002 Amended Budget Subm ssion

fraud on resources and progranms. The headquarters provides adm nistrative support,
oversi ght and operational guidance to the operating field elements. The Conputer
Crimes Program has expanded the investigative capability in detecting and

i nvestigating conputer fraud, and is an active participant in both the Joint Task
Force — Conputer Network Defense, Law Enforcenment/ Counter Intelligence Center and the
Nati onal Infrastructure Protection Center. Under the DoD Conputer Network Defense
directive, the OQAIGINV is responsible for the establishment and operation of the |aw
enforcenent portion of the LECI C data bases. The DoD Hotline receives reports from
DoD personnel and the public of allegations of fraud, waste and m smanagenent. The
DoD Hotline conducts inquiries, as well as tracks cases referred to other DoD

i nvestigative, audit and operational organizations resulting from DoD Hotline
contacts. The DoD Hotline provides oversight with respect to hotlines operated by

i nspectors general of other DoD conponents. The Office of Crimnal |nvestigative
Policy and Oversight (CIPO provides and devel ops crimnal investigative policy for

t he DoD | aw enforcenent community. The CI PO al so manages the DoD Vol untary Discl osure
Program and the | G Subpoena Program for the mlitary crimnal investigative

or gani zati ons.

Ot her Conponents, O fice of the |Inspector General

The I nspector General and Deputy |Inspector General provide general nmanagenent and
supervision of the activities of the Inspector General organization. They participate
in all major policy, planning and operational decisions. The Deputy Inspector General
assunmes the duties of the Inspector General in the absence of the latter.

The Office of Congressional Liaison is a staff elenment of the i mediate O fice of
the I nspector General. It reviews and anal yzes pendi ng and proposed | egislation
affecting the Departnment and the I nspector General, provides support for |nspector
CGeneral w tnesses who testify at congressional hearings, processes responses to
congressi onal correspondence and coordi nates nmeetings with congressional staff.

The O fice of Departnental Inquiries reports to the Deputy |Inspector General
This office conducts non-crimnal investigations into allegations of waste,
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m smanagenent, whi stl ebl ower reprisal and senior official msconduct, and perforns
oversight on simlar types of investigations conducted by the DoD conponents.

The O fice of Intelligence Review reports to the Deputy |Inspector General. This
office evaluates, nonitors, and reviews the progranms, policies, procedures, and
functions of the Intelligence Comunity within the DoD, ensuring intelligence
resources are properly managed. This office coordinates and oversees the functions of
the Interagency Intelligence Community |Inspector General Forum serves as issue
coordi nator for the DoD Joint Intelligence Oversight Coordination Goup, is the DoD
coordi nator on all classified Wistleblower Protection cases and nonitors service and
agency reviews of security and counterintelligence within all DoD test and | aboratory
facilities.

The Ofice of Adm nistration and Information Managenent reports on adm nistrative
support matters to the Deputy Inspector General. The Director for Adm nistration and
| nformati on Managenent oversees four directorates: the Financial Managenment
Directorate, the Personnel and Security Directorate, the Information Systens
Directorate and the

Adm ni stration and Logistics Services Directorate. Each supervise and carry out
adm ni s-trative and | ogistical functions in support of the day-to-day operations of
the O G

I11. Financial Summary ($ in thousands)

A. Activity G oup

FY 2001
FY 2000 BUDGET CURRENT FY 2002
ACTUAL REQUEST  APPROPRI ATI ON ESTI MATE ESTI MATE
AUDI T 62,570 68, 533 68, 533 65, 959 68, 674
C v Pay 46, 771 51, 973 51, 973 48, 864 51, 084
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Travel 3, 144 2,950 2,950 3,234 3,290
O her 12, 655 13, 610 13, 610 13, 861 14, 300
I NVESTI GATI ONS 56, 276 58, 073 58, 073 59, 720 62, 652
Civ Pay 43,590 45,712 45,712 46, 115 48, 070
Travel 2,792 2,815 2,815 2,837 2,882
O her 9,894 9, 546 9, 546 10, 768 11, 700
OTHER O G 16, 500 17,639 17,639 18, 249 18, 895
Civ Pay 12,932 13,919 13, 919 14, 196 14, 736
Travel 241 285 285 269 276
O her 3,327 3,435 3,435 3,784 3,883
FY 2001
FY 2000 BUDGET CURRENT FY 2002
ACTUAL REQUEST  APPROPRI ATI ON ESTI MATE ESTI MATE
OPERATI ONS TOTAL 135, 346 144, 245 144, 245 143, 928 150, 221
Civ Pay 1083, 293 111, 604 111, 604 109, 175 113, 890
Travel 6, 177 6, 050 6, 050 6, 340 6, 448
O her 25,715 26, 591 26, 591 28, 203 29, 883
PROCUREMENT 1, 293 3, 300 3, 300 3,293 1, 800
TOTAL 136, 478 147, 545 147,545 147, 431 152, 021

I11. Financial Summary ($ in thousands)

B. Reconciliation Sunmary:




1.

Fi scal

Basel i ne Fundi ng

a.

b.

C.

Congr essi onal

Congr essi onal

Congr essi onal

Pr ovi si on)

© o & w

d.

e.

Appropri at ed Anpunt
a.
b.

Functi onal

Congr essi onal

Congr essi onal

Adj ustnments to Meet
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Year

Adj ustments (Distributed)

Adj ustments (Undi stri buted)
Adj ust ments (Gener al

Ear nar ks

Earmark Bil | payers

(Subt ot al )

Congressi onal Intent

Across-t he-board Reduction (Reci ssion)

Price Change

Pr ogr am Changes

Current

Esti mte

Tr ansfer

(FY) 2002 Anended Budget Subm ssion

Change
FY 2001/ 2001

147, 755
0
0
0
Change

FY 2001/ 2001

147, 755
0

- 324

0

0

147, 431

Change
FY
2001/ 2002

147, 431
0
0
0

Change
FY

2001/ 2002

- 200
5, 265
-475
152, 021
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Fiscal Year (FY) 2002 Amended Budget Subm ssion

I11. Financial Summary ($ in thousands)

C.

Reconciliation of |Increases and Decreases:

1.

2.

6.

7.

FY 2001 President's Budget Request
Congressi onal Adjustnents (Distributed)
Congressi onal Adjustnments (Undistri buted)
Congr essi onal Ear mar ks
FY 2001 Appropriated Anmount
FY 2001 Reci ssion

Transfers In

I1l. Financial Summary ($ in thousands)

C.

Reconciliati on of |Increases and Decreases:

8.

9.

Transfers Qut

Price Growth

10. Program | ncreases

11. Total Increases

Anmount

Anpunt

Total
147, 755
0
0
0
147, 755

- 324
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13.

14.

15.

16.

17.
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Fiscal Year (FY) 2002 Amended Budget Subm ssion

Program Decr eases

Total Decreases

Revi sed FY 2001 Budget

Price G owth

Transfers In

Transfers Qut

Requested transfer of $200 thousand to the Ofice
of the Under Secretary of Defense (Personnel

and Readi ness) account holder for the Mlitary
Retirement Trust Fund. The transfer realigns

the funding for the contracted financial statenent

audit to the account holder. The OGw Il retain
oversi ght responsibility for the audit

I1l. Financial Summary ($ in thousands)

C.

Reconciliati on of | ncreases and Decreases:

18. Program | ncr eases

a. lIncrease for support costs related to the
oper ati ons and mai ntenance of the DoD Conputer
Net wor k Defense | aw enforcenent database. The

i ncrease funds contracted adm nistrative, database

and anal yti cal support, naintenance of the system
har dware and software and i npl enentati on of
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1, 000

0
0
147, 431

5, 265
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phased dedicated |ine connectivity for OG
i nvestigative field |ocations.

b. Increase for phased inplenentation of 400
el ectronic workflow initiative to automate the

storage, flow, managenent, retrieval and final

di sposition of docunents within the O G The

i ncrease funds additional software and contracted

support for systemindexing and digitizing records.

c. Increase for 1 additional paid day (261 days) 385
19. Total Increases
20. Program Decreases
a. The O G funding had been increased by $900 -900
thousand in FY 2001 for public key infrastructure
requi renments. Funding for mintenance requirenents
not provided in outyears.

b. Reduction of 1 full-time equivalent staff - 86

c. Decrease in workers conpensation bill from - 83
Fi nancial Sunmary ($ in thousands)

C. Reconciliation of |Increases and Decreases: Anount

d. Decrease in funding for m scell aneous contracted -120
support for adm nistrative and ot her support

e. Anticipated reductions in paynments to Defense -40
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22.
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Wor ki ng Capital Fund (DSS) based on
wor kl oad and efficiencies

f. Decrease in funding for furniture and copier -410
repl acenment

g. Decrease in permanent change of station noves/ -40
f undi ng

h. Decrease in alteration funding for space changes -50

i. Reduction in replacenent for investigative - 437
and information technol ogy equi pnent.

j. Civilian workforce restructuring decrease:

stream i ne organi zati on and reduce high I evel nmanageri al
personnel costs through replacenment with career

devel opnent hiring. -94
Tot al Decreases

FY 2002 Budget Request
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| V. Performance Criteria and Eval uati on:

Audit performance should be assessed in terns of inmpact on DoD prograns. In FY
2000, the Ofice of the Assistant |Inspector General for Auditing produced 194 reports,
whi ch identified potential monetary benefits of $931.1 million. Several hundred

recommendati ons were nmade and over 96 percent were inplenented to i nprove the
Departnent's operational effectiveness and protect assets from m suse. The Congress
and senior DoD officials requested and used I G audit and eval uation reports on such
significant matters as Year 2000 conputer conversion, other information system

proj ects, chem cal and biol ogi cal defense, contract pricing, maintenance, supply
managenent, special acquisition prograns, outsourcing decisions, conmunications,
financi al managenent, health care, environnmental conpliance, special operations, and
constructi on.

The Department of Defense is confronting a period of higher than normal risks
t hroughout its operations. Those risks are elevated by the disruptions caused by
continued restructuring; ever-increasing reliance on automated information systens and
a history of devel opmental problems; security vulnerabilities and the introduction of
numer ous new processes, many of which are untried in DoD settings and not wel
under st ood by the workforce. G ven those risks, virtually all of the audit effort is
focused on the high risk areas |ike weapon and information systems acquisition,
contract managenent, and inventory managenent. This is becom ng increasingly
difficult. The Chief Financial O ficer Act of 1990, as anended by the Federal
Fi nanci al Managenent Act of 1994, necessitates the |argest recurring conmm tnent of
auditors ever to a single purpose. |In addition, the |G has been call ed on
increasingly to participate in joint efforts |like acquisition reform studies,
| ogistics reform studi es and process action teanms to revanp DoD travel, transportation
and bill paying processes. The auditors are currently supporting 48 such efforts,
which are very beneficial, but do not result in reports that can be reflected in IG
productivity statistics. Also, supporting those efforts reduces the nunber of
operational audits and eval uations. The budget request funds the mandatory
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V. Performance Criteria and Eval uati on (Conti nued)

financial statenment auditing requirenents, but the level of effort in other high risk
areas will be increasingly |imted.

The O G al so conducts reviews to ensure the quality of the performance of other
DoD audit agencies and outside public accounting firms. In FY 2000, the O G issued 10
reports that contained recommendations for overall inprovenents and efficiencies in
the audit process.

The basic criteria for evaluating the investigative operations of the Ofice of
t he I nspector General are indictnents, convictions, fines, the amount of recoveries
and
restitutions; Hotline activities; policy and oversight reports issued; voluntary

di scl osures processed; and subpoenas processed. In FY 2000, fines, penalties,
restitutions, and recoveries totaled $816 million; indictments or charges against
i ndividuals or firns totaled 353 and convictions of persons or firms totaled 314. 1In

FY 2000, the DoD Hotline handl ed an average of 1,250 calls and letters per nonth.
There were 4 eval uation reports issued, 10 voluntary disclosures admtted and 25
cl osed, and 139 subpoenas i ssued.

It is difficult to quantify the results of crimnal investigative operations. For
exanple, in bribery and ki ckback cases, the dollar inpact on the cost of a major
contract is not readily identifiable, yet it is recognized that bribes and ki ckbacks
underm ne the integrity and efficiency of departnmental progranms and operations. The
O G also identifies areas of crimnal vulnerability regardi ng Departnent of Defense
activities and ensures that corrective actions are taken when deficiencies are
detected. Another val uable by-product of crim nal investigative activities is the
deterrent effect which results froman awareness that violations of the | aw are being
vigorously pursued. The Ofice of the Inspector General, Departnment of Defense,
attenmpts to ensure that appropriate adm nistrative action is taken by the Departnment
regardl ess of whether or not prosecutions
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are obtained. The I G seeks to have disreputable contractors suspended or debarred and
to recover totally whatever nonies are due the Departnent.
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V. Performance Criteria and Eval uati on (Conti nued)

The basic criteria for evaluating the operations of the Ofice of Departnmental
| nquiries are the number of investigations conducted or oversighted. |[In FY 2000, the
of fice conpleted 148 investigations and perfornmed oversi ght on 582 investigations by
DoD conponents. \Whistl ebl ower protection for DoD service nmenbers renmains a nmajor
focus of the organization, as well as the investigation of allegations against senior
officials within the Departnent. The October 1998 revision to the Defense
Aut hori zation Act made significant changes to Title 10, U S. Code, Section 1034,
“Mlitary Whistleblower Protection Act,” which has increased the nunber of oversight
reviews of investigations conducted by DoD conponents. To further the oversight role,
the office continues to host training workshops on the conduct of mlitary
whi stl ebl ower reprisal investigations for representatives of the Mlitary Services,
the Joint Chiefs of Staff, and other defense agencies. Recent exanples in the area of
senior official inquiries include substantiated allegations of failing to properly
i nvestigate all egations of sexual harassnent, conducting Governnent travel for
primarily personal purposes, using Governnment property for personal benefit, and
reprising against a Service nmenber for meking a protected conmunication. As part of
its responsibility to fully informthe President and Senate of adverse information
concerning senior officials being nom nated for pronotion, reassignnment, or other
action, the office conducted 2,500 name checks on DoD senior officials in the past
year. At the request of Menbers of Congress, the office also investigated all egations
t hat senior DoD officials nade false and deceptive statenments during a congressional
heari ng.

The O fice of Intelligence Review reports directly to the Deputy Inspector General
ensuring enhanced visibility of intelligence review activities of the OG The
oversight and review functions are focused on assessing the efficient, effective and
appropriate use of intelligence personnel and resources with enphasis on support to
the warfighter. Reports are provided to DoD managenent and Congress on such critical
issues as intelligence support to joint counterproliferation operations, Year 2000
conversion prograns in DoD intelligence conmunity agencies, National Intelligence
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Esti mates of Prisoner of WAr/M ssing in Action issues, neasures to protect against the
illicit transfer of sensitive technol ogy, and unofficial cover practices with DoD. In
FY 2000, 13 reports were issued.

FY 2000 FY 2001 FY 2002

Act ual Estimate Estimate
AUDI T
Reports issued 194 192 196
Potential nonetary benefits ($ MIIions) $931.1 * *
GAO surveys and revi ews processed 226 225 240
GAO draft and final reports processed 296 300 340
Audit oversight reports 10 10 10
CRI M NAL | NVESTI GATI ONS
I ndi ct ments and convi ctions 667 620 600
Fi nes/penalties/restitutions, etc. ($ MIlions) $816 $450 $400
Hotline calls/letters received 15, 000 15, 000 15, 000
Substantive cases generated 2,000 2,000 2,000
Policy and Oversight Reports |ssued 4 5 5
Vol untary disclosures adnmitted 10 8 8
Vol untary discl osures cl osed 25 20 20
Annual nonetary benefits from disclosures ($ MIIlions) $11 $8 $8
Subpoenas i ssued 139 225 225
DEPARTMENTAL | NQUI RI ES
Speci al inquiries opened 150 160 170
Special inquiries closed 82 95 100
Speci al inquiries oversight 246 250 260
Programintegrity opened 74 70 70
Programintegrity cl osed 66 70 70
Programintegrity oversight 336 350 350
| NTELLI GENCE REVI EW
Reports issued 11 12 12
Potential nonetary benefits ($ MIIions) * *

*In sone cases, the outputs cannot be reliably estimted.
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V.

Per sonnel Sunmmary:

Active Mlitary End Strength

(Total)
O ficer

Civilian End Strength
(Total)

U S Direct Hire

For ei gn Nati onal
Hire

I ndirect

(Rei mbursable Civilians
I ncl uded Above (Menp))

Active Mlitary Average
Strength (Total)

O ficer

Civilian Wrkyears (Total)

US Direct Hre

For ei gn Nati onal
Hire

I ndirect

(Rei mbursable Civilians
I ncl uded Above (Menmp))

OFFI CE OF THE I°PNSPECTOR GENERAL

Budget
FY 2002 Anmended Budget

Activity 4

Subm ssi on

FY 2000  FY 2001 FY 2002
30 29 29

30 29 29
1,201 1,245 1,206
1, 200 1,244 1,205
1 1 1

(3) (4) (4)
30 29 29

30 29 29
1,193 1,213 1,212
1,192 1,212 1,211
1 1 1

(3) (4) (4)
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FY 2001/2002
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-39

-39
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VI. OP 32 Line Itens as Applicable (Dollars in Thousands):

Change Change
FY 2000/ FY 2001 FY 2001/ FY 2002
FY 2000 PRI CE PROGRAM FY 2001 PRI CE PROGRAM FY 2002
ACTUAL GROMH GROMH ESTI MATE GRONMH GROMH ESTI MATE
Exec, Ceneral and Spec 102, 896 4,395 1,361 108, 652 4,591 205 113, 448
Wage Board 22 1 22 45 2 0 47
Benefits to Forner Enpl ovees 0 0 0 0 0 0 0
Vol untary Separation | nc Pay 0 0 0 0 0 0 0
Di sabi lity Conmpensation 375 0 103 478 0 -83 395
TOTAL C VI LI AN PERSONNEL 103, 293 4, 396 1, 486 109, 175 4,593 122 113, 890
Travel 6,177 99 64 6, 340 108 0 6, 448
GSA Managed Equi pnent 242 4 4 250 4 -127 127
Q her Fund Purchases
Def ense Public & Printing 115 13 -11 117 -2 4 119
DI SA Info Services 128 -8 -44 76 -12 12 76
Communi cati ons Svcs (Dl SA) 73 0 1 74 10 111 195
DFAS 597 29 19 645 -30 5 620
Def ense Security Service 536 9 -97 448 8 -40 416
TOTAL OTHER FUNC 1, 449 43 -132 1, 360 -26 92 1, 426
Transport — Commercial Land 328 5 85 418 7 -14 411
Q her Purchases
Forei an National Indirect 73 2 0 75 3 0 78
Rent Pavnents to GSA 9,122 530 190 9, 842 240 43 10, 125
Pur chased Conmuni cati ons 1,799 29 53 1,881 32 -2 1,911
Rents (non- GSA) 98 2 0 100 2 0 102
Postal Services (U.S. P.S) 67 0 0 67 0 0 67
Supplies & Materials 1,893 30 31 1,954 33 -2 1,985
Printina & Reproduction 95 2 -1 96 2 -1 97
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Eaui prent Mai nt enance
Facil ity Mintenance
Eaui pment Purch ( Non- Fund)
Mot and Prof Spt Svcs
Q her Intra-agovt Purchases
QG her Contracts
TOTAL OTHER PURCHASES
TOTAL

OFFI CE OF THE I°PNSPECTOR GENERAL

FY 2002 Anmended Budget

FY 2000
ACTUAL

397
397
4,778
242
1,438
4,590
25, 150
136. 478

et Activity 4

Budg
Change
FY 2000/ FY 2001

PRICE  PROGRAM
GROATH GROATH
6 0
6 99
76 2,329
4 -116
23 64
76 1,044
786 3.742
5,333 5,620
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Subm ssi on

FY 2001

ESTI MATE

403
502

. 183

130

. 525

5,710

29,
147,

678
431

Change
FY 2001/ FY 2002

PRI CE
GRONTH

7
9
122

26
101
579

5. 265

PROGRAM FY 2002
GROMH ESTI VATE
160 570

-58 453
-194 7,111

0 132

0 1,551

-274 5,537
-538 29,719
-675 152, 021



